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In the economic literature one finds a plethora of propositions about the macroeconomic determinants of the distribution of labor incomes. One of the theories is that as the level of economic development rises, labor incomes are bound to become more equalized. Another view is that the larger the nation, the greater will be the separation of labor markets and the greater the inequality of labor income. Unfortunately there is relatively little speculation in the West about the impact of the economic system on the distribution of labor incomes, and those propositions that can be found are quite contradictory. Some have argued that labor incomes should become more equal under socialism because of the more equal distribution of education and because the government is able to reduce the power of noncormpeting labor groups to raise their incomes far above those of the average workers.1 Others have suggested that the government's power to manipulate wages between industrial sectors and branches in order to attract workers to priority sectors could lead to greater inequalities in labor incomes. Since all of these arguments are based on what a socialist government "could" or "should" do, rather than what they actually are doing, their validity can be established only through empirical investigation.
The publication of data on the distribution of wages in various East
European nations makes it possible to compare labor-income distributions in countries with different economic systems and to test a number of hypotheses about trends in the distribution of labor incomes with a much larger sample of countries; one early analysis of such data in Eastern Europe is the article by Walter Galenson and Alan Fox.2 The purpose of the present note is to 1. These ideas were suggested by Abram Bergson, The Structutre of Soviet Wages (Cambridge, Mass., 1944) , who then empirically showed size distributions of Soviet wages in the 1920s and 1930s, 2. Walter Galenson and Alan Fox, "Earnings and Employment in Eastern Europe, 1957 to 1963 ," Qiarterly Journal of Economnics, 81 (May 1967 : 220-40. Most of the literature about wages and salaries in socialist systems has focused on the Soviet Union I would like to thank Janet Chapman, John Michael Montias, Howard Pack, Roland Pennock, Frank Pierson, Zora Pryor, and George Stolnitz for their helpful remarks on an earlier draft of this essay. Research was financed by the International Development Research Center of Indiana University.
Slavic
Review explore in a preliminary way some of the most important questions arising from these issues.
Empirical comparisons of the size distribution of labor incomes in different nations raise a number of difficult problems: comparable data are not readily available, measures of inequality vary considerably for the same population depending on the unit of analysis (individuals, "adult units," spending units, families), the measure of income (gross income, money income, disposable money income, or income adjusted by certain "budget standards" that take into account the family composition or the age or sex of the members of the unit under analysis), the time period covered, the regions and sectors of the economy covered, the inclusion or exclusion of certain groups (e.g., the unemployed, the part-time worker, apprentices, seasonal workers), and the method of sampling (which especially affects the upper and lower extremes of the distribution) .3
Despite these difficulties, sufficient information is available to make a number of rough qualitative judgments about inequality of annual labor in- has been found by a number of economists, in both the time-series and the 4. The concordance coefficient is a measure of pattern of rank orderings and is analyzed by Maurice G. Kendall, Raznk Correlationl Methods, 3rd ed. (New York, 1962) . When all of the rank orderings are the same, the concordance coefficient is 1.00; when the rank orderings form a completely random pattern, the coefficient is 0.00. The greater similarity of wage structures in the East seems to be due to the deliberate imitation The size of a nation, as measured by the population, might influence laborearning differentials in two ways. First, as I noted above, the larger the population, the greater the number of regional labor markets and the greater the likelihood of a wide range of wages for the same kind of work. Second, as I have discovered, the larger the population (or total GNP), the higher the percentage of the labor force working for a small number of large enterprises. This might introduce a "standardization effect" that would narrow the differentials between regions and counteract the first factor. (It must be added that this "standardization effect" might be a product of the economic system when wages are determined centrally, rather than a result of the supply and demand forces in each region.)
Using a regression analysis we can investigate the influence of per capita income, total population, economic system, and other variables on the wagedifferential data in table 2.11 It turns out that the first three variables appear to play a statistically significant explanatory role, and other variables that were tested seem less important. Several important conclusions can be drawn. First, as expected, the degree of inequality of nonagricultural labor earnings declines as the level of development rises. Second, the degree of labor-income inequality increases with the size of the population of a nation. Thus the regional separation of labor markets appears to swamp the "standardization effect" discussed above. Third, the degree of inequality of labor incomes is greater in the West than in the East, other things being equal. If we calculate Gini coefficients of inequality, we find that the coefficients in the Eastern nations are about 0.06 percent greater than in the Western nations.12 There is some evidence that this 11. The regression equations for the pooled sample are given in the statistical appendix. Tests were carried out to see whether it was statistically legitimate to pool the data from the East and the West, and in each case it was. The regressions are calculated in logarithms in order to minimize the influence of extreme points; other forms of the regression were also calculated and, surprisingly, showed roughly the same results. Other variables were also added to the regressions, such as growth of GNP, but these did not prove statistically significant determinants. (It can be argued that the demand for skilled workers in preference to unskilled workers changes if the economy is expanding rapidly and that this would affect wage differentials, other things being equal.) 12. The Gini coefficients were calculated in two steps. First, wage differentials for two other percentiles (the twentieth and the ninety-fifth) were estimated, and regressions similar to those discussed in note 11 were calculated. Second, I assumed that for nations 
Other Factors
We calnnot, of course, generalize quantitatively about the distribution of labor incomes of families from data on the distribution of individual labor incomes without additional information about unemployment, earning differentials between men and women, degree of moonlighting, extent to which families whose head earns a particular income have two or more wage earners, correlation between the level of wages of household heads and other working members of the family, and so forth. Nevertheless, certain qualitative judgments are relevant.
In Eastern Europe the participation rate of women in the labor force is higoher than in the West, especially among women with small children (because of the extensive network of day-care centers). This difference probably contributes to making the distribution of family incomes in relation to individual labor earnings somewhat more equal in the East than the West. The other factors mentioned in the preceding paragraph should be considerably less important in East-West comparisons, since they are much less specifically related to the economic system.
Conclusions
Other things being equal, nonlagricultural labor incomes are more evenly distributed in the East European nationls than in the West. The ceteris paributs clause includes a numaber of factors for which we have little data but which probably do not greatly affect the nmajor conclusion.14 To what can this differin both the East and the West the average labor earnings of all workers above the fifth percentile were 16.7 percent higher than the labor earnings of those in the fifth percentile, and that the average earnings of all those below the ninety-fifth percentile were 10 percent below the earnings of those in the ninety-fifth percentile. is known about this, and therefore no definite conclusion can be drawn. I strongly suspect that attempts of centralized economnic-policy organiizations to standardize wages play an important role-that is, that differences in the size distribution of labor incomes outside of agriculture may be attributed partly to conscious efforts in Eastern Europe to set up standard wage categories. Furthermore, incentives established for nmanagers have, until very recenlt years, encouraged the "hoarding" of labor, even though many of the personnel acquired are not especially capable or productive; and it may be difficult to lure highly productive workers away from a given planit by means of higher wage payments because of the difficulties in rehousing them.
It is hoped that the increasingly detailed economic data released by the East European nations will soon provide enough clues so that these questions can be more thoroughly examined.
STATISTICAL APPENDIX
A. Sources and Comments for the Data in Table 1 The data for the Western nations are frorn United Nations, 7Tle Growth of World Industry, 1953 -65: National Tables (New York, 1967 , and were obtained by dividing the total wages and salaries by the number of workers and employees.
For some nations the years on either side of 1963 were used. The industry breakdown followed the two-digit International Standard Industrial Classification (ISIC) for manufacturing (20 through 39), but for mining all industries were lumped together. For the East European nations I attempted to obtain comparable data which could be arranged according to the ISIC classification. For some countries, however, this did not prove feasible, and somewhat incomparable data had to be employed.
The following sources were used. (Geneva, 1967) , chap. 9, p. 23. Both sources contain a bias for greater dispersion than Lydall's "standard definition," because they include the wages and salaries of women and workers on state farms; therefore, they were adjusted accordingly.
Certain scattered data are also available for Rumania, but they contain too many uncertainties to allow their use in the table.
C. Regressions
Aside from the regressions underlying the "standardized" data in table 2 
